Economic Planning in India-
UNIT 3

Economic Planning is a term used to describe the long term plans of government to co-ordinate and develop the economy with efficient use of resources. Economic planning in India was stared in 1950 after independence, it was deemed necessary for economic development and growth of the nation.
The idea of Five year planning was taken from the erstwhile Soviet Union under socialist influence of first Prime Minister Jawahar lal Nehru.
Long term objectives of our Five Year Plans are:
·  A high rate of growth to improve the standard of living of residents.
· Economic self-reliance.
· Social justice and reduction of inequalities.
· Modernization of the economy.
· Economic stability for prosperity.
An overview of all plans implemented in India is given below. The first eight plans had their emphasis on growing the public sector with massive investments in basic and heavy industries, but since the launch of the Ninth Plan in 1997, attention has shifted towards making government a facilitator in growth.
	Plan
	Objective/Features
	Assessment

	First Five year Plan (1951- 56)
	Rehabilitation of refugees, rapid agricultural development to achieve food self-sufficiency in the shortest possible time and control of inflation.
	Targets and objectives more or less achieved. With active role of state in all economic sectors.Five Indian Institutes of Technology (IITs) were started as major technical institutions.

	Second Five year Plan (1956-61)
	Nehru-Mahalanobis model was adopted.‘Rapid industrialisation with particular emphasis on the development of basic and heavy industries’Industrial Policy of 1956 accepted the establishment of a socialistic pattern of society as the goal of economic policy.
	Could not be implemented fully due to shortage of foreign exchange. Targets had to be pruned. Yet, Hydroelectric power projects and five steel mills at Bhilai, Durgapur, and Rourkela were established.

	Third Five year Plan (1961-66)
	‘establishment of a self-reliant and self-generating economy’
	Failure. Wars and droughts. Yet, Panchayat elections were started.• State electricity boards and state secondary education boards were formed.

	Annual Plan ( 1966-69)
	crisis in agriculture and serious food shortage required attention
	A new agricultural strategy was implemented. It involved distribution of high-yielding varieties of seeds, extensive use of fertilizers, exploitation of irrigation potential and soil conservation measures.

	Fourth Five year Plan (1969-74)
	‘growth with stability’ and progressive achievement of self-reliance’Garibi HataoTarget: 5.5 pc
	Was ambitious. Big failure. Achieved growth of 3.5 percent but was marred by Inflation.The Indira Gandhi government nationalized 14 major Indian banks and the Green Revolution in India advanced agriculture.

	Fifth Five year Plan (1974-79)
	‘removal of poverty and attainment of self-reliance’
	High inflation. Was terminated by the Janta govt. Yet, the Indian national highway system was introduced for the first time.

	Sixth Five year Plan(1980-85)
	‘direct attack on the problem of poverty by creating conditions of an expanding economy’
	Most targets achieved. Growth: 5.5 pc.Family planning was also expanded in order to prevent overpopulation.

	Seventh Five year Plan (1985-1990)
	Emphasis on policies and programmes that would accelerate the growth in foodgrains production, increase employment opportunities and raise productivity
	With growth rate of 6 pc, this plan was proved successful in spite of severe drought conditions for first three years consecutively. This  plan introduced programs like Jawahar Rozgar Yojana.

	Annual Plans (1989-91)
	No plan due to political uncertainities
	It was the beginning of privatization and liberalization in India.

	Eighth Five year Plan (1992-97)
	Rapid economic growth, high growth of agriculture and allied sector, and manufacturing sector, growth in exports and imports, improvement in trade and current account deficit. to undertake an annual average growth of 5.6%
	Partly success.An average annual growth rate of 6.78% against the target 5.6% was achieved.

	Ninth Five year Plan (1997-2002)
	Quality of life, generation of productive employment, regional balance and self-reliance.Growth with social justice and equality. growth target 6.5%
	It achieved a GDP growth rate of 5.4%, lower than target. Yet, industrial growth was 4.5% which was higher than targeted 3%.  The service industry had a growth rate of 7.8%.   An average annual growth rate of 6.7% was reached.

	 Tenth Five year Plan (2002 – 2007)
	 To achieve 8% GDP growth rate,Reduction of poverty by 5 points and increase the literacy rate in the country.
	 It was successful in reducing poverty ratio by 5%, increasing forest cover to 25%, increasing literacy rates to 75 % and the economic growth of the country over 8%.

	 Eleventh Five year Plan(2007 – 2012)
	 Rapid and inclusive growth.Empowerment through education and skill development. Reduction of gender inequality.Environmental sustainability.
To increase the growth rate in agriculture,industry and services to 4%,10% and 9% resp.Provide clean drinking water for all by 2009.
	India has recorded an average annual economic growth rate of 8%, farm sector grew at an average rate of 3.7% as against 4% targeted. Industry grew with annual average growth of 7.2% against 10% targeted.

	 Twelfth Five year Plan(2012-2017)
	 “faster, sustainable and more inclusive growth”.proposes a growth target of 8 percent.Raising agriculture output to 4 per cent.Manufacturing sector growth to 10 %
Target of adding over 88,000 MW of power generation capacity.
	


Prime Minister Narendra Modi has announced abolition of Planning Commissionon the Independence Day.It is to be replaced by a more relevant institution.The planning body lost its relevance after LPG reforms of 1990s. With the an end of the licence raj, it functioned only as an advisory body without any effective power. The future of economic planning in India will be different and better from its past, we remain optimistic.
Planning Commission has been renamed as NITI Aayog.
Does it mean old wine in new bottle or is it going to have a positive impact on the country?
According to the official press release, “The centre-to-state one-way flow of policy, that was the hallmark of the Planning Commission era, is now sought to be replaced by a genuine and continuing partnership of states.”

Why Planning Commission became obsolete?
• In 1991 India adopted LPG policy.
• The PC sometimes discriminated if different parties were governing at the state and central levels.
• Most of the FYPs failed to achieve their target in the PC era.
• The idea “One size fits for all” was not effective due to which many policies failed to show tangible results.
Difference in composition
	Planning Commission
	NITI Aayog

	Enjoyed the powers to allocate funds to ministries and state governments.
	To be an advisory body, or a think-tank. The powers to allocate funds might be vested in the finance ministry.

	The last Commission had eight full-time members
	The number of full-time members could be fewer than Planning Commission

	States' role was limited to the National Development Council and annual interaction during Plan meetings.
	State governments are expected to play a more significant role than they did in the Planning Commission.

	Secretaries or member secretaries were appointment through the usual process
	Secretaries to be known as the CEO and to be appointed by the prime minister.

	Full Planning Commission had no provision for part-time members.
	To have a number of part-time members, depending on the need from time to time.

	The commission reported to National Development Council that had state chief ministers and lieutenant governors.
	Governing Council has state chief ministers and lieutenant governors.

	Had deputy chairperson, a member secretary and full-time members
	New posts of CEO, of secretary rank, and Vice-Chairperson. Will also have five full-time members and two part-time members. Four cabinet ministers will serve as ex-officio members.

	Policy was formed by the commission and states were then consulted about allocation of funds.
	Consulting states while making policy and deciding on funds allocation. Final policy would be a result of that.

	Had power to decide allocation of government funds for various programmes at national and state levels.
	No power to allocate funds

	Imposed policies on states and tied allocation of funds with projects it approved.
	NITI is a think-tank and does not have the power to impose policies.
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The Planning Commission, with the Prime Minister as the Chairman, has emerged as a powerful and effective staff agency in India.
Functions ok Planning Commission:
1. To make an assessment of the material, capital and human resources of the country, including technical personnel and to investigate the possibilities of augmenting such of those resources as are found to be deficient in relation to the nation’s requirements.
2. To formulate a plan for the most effective and balanced utilisation of the country s resources.
3. To determine priorities as between projects and programmes accepted in the plan.
To indicate the factors that retard economic development and to determine conditions which should be established for the success of the plan.
5. To determine the nature of the machinery to secure the successful implementation of the plan.
6. To appraise from time to time the progress of the plan and to recommend the necessary adjustments of policy and measures; and
7. To make recommendations either for facilitating the discharge of its duties or tor a consideration of the prevailing economic conditions, current policies, measures and development programmes; or for an examination of problems referred to it for advice by the Central or State Government.
Organisation of the Planning Commission:
The Planning Commission works through three major divisions-Programme advisors; General Secretariat; and Technical divisions.
Programme Advisers:
There are four senior officers designated as advisers having the status of ex-office Additional Secretaries to the Government of India. They assist the members of the Commission in matters concerning field-study and observation of various schemes and projects and the progress of their implementation. The advisers also pay specific attention to the problem of finance, public cooperation and administration connected with the implementation of the plans.
General Secretariat:
It has four branches, namely—Administrative Branch, Plan Co-ordination Branch General Co-ordination Branch and Information and Publicity Branch.
Technical Divisions:
The Commission has 20 Technical Divisions and Sections which tall broadly under two groups. Namely—General Divisions and Branch of Subject Divisions. The General Divisions are concerned with the problem of overall economic and social planning, each examining some speed of aspects of these problems.
Advisory Bodies:
Some of the important advisory bodies functioning in the Planning Commission are committee on Irrigation and Power Projects, Coordination Committee and Research Programmes Committee.
Composition of the Commission:
The Planning Commission consists of a Chairman, Deputy Chairman and six members. The Prime Minister is its Chairman. The Deputy Chairman is the full-time functional head of the Commission.
Objective of Planning in India:
(i) To increase National income and per capita income.
(ii) To raise agricultural Production.
(iii) To industrialise the country.
(iv) To achieve balanced regional development.
(v) To expand employment opportunities.
(vi) To reduce inequalities of income and wealth.
(vii) To remove poverty.
(viii) To achieve self-reliance.
Basic Requirements for Planning:
The basic requirements needed for planning process are:
(i) Statistical Data:
For the success of planning, reliable and adequate statistical data are required. This helps in setting and achieving targets for future.
(ii) Economic Structure:
The country’s economic structure must be conducive to planned progress. It is the responsibility of the State to bring structural changes in the society so that the plans may be successful. Land Reforms, Community development programmes, etc., are to be initiated and implemented by the Government.
(iii) Administration:
For the success of planning the country needs honest, sincere, dynamic, efficient and experienced officials. The administrative set-up should be competent and adequate. The constitution and Centre- State relations also play an important role in the implementation of plans.

UNIT-4
Problems and prospects of Indian Agriculture, agriculture development during plan period
 CCSUTHEINTACTONE3 MONTHS AGO 1 COMMENT
1. The First Plan (1951-56)
Immediately after independence, the country was faced with two major problems  food crisis, and shortage of industrial raw materials such as raw jute and raw cotton.
The major objectives of the First Plan in the field of agriculture were to correct the imbalances caused by partition in the supply of food grains and commercial crops and improve infrastructural facilities.
Agriculture, including irrigation and power, was, therefore, accorded the highest priority. That is why the First Plan assigned the maximum priority to the agricultural sector. This is clear from the fact that 31 p.c. of the total plan outlay was devoted to agriculture. But the First Plan set very modest targets for the production of most crops.
The results achieved during the First Plan were quite satisfactory for two-fold reason—favourable weather conditions and effective implementation of plan programmes. Consequently, the target for food grains production was exceeded. As against the target of 62 million tonnes, actual production of food grains was nearly 66 million tonnes.
Efforts to improve agriculture were spread throughout the country and to involve every village in it through the Community Development Programme. A new land policy was also adopted with a view to eliminating exploitation and extending security of tenure.
2. The Second Plan (1956-61)
However, there was a sudden reversal of strategy during the Second Plan.
The emphasis shifted from agriculture to industry for three different reasons:
(a) The smooth performance of agriculture during the First Plan period,
(b) The possibility of financing economic development through foreign aid, particularly food aid, and
(c) The consideration that heavy industry was the leading sector of economic development.
The Government adopted the strategy of developing heavy industries following the then Soviet model of industrialisation. Consequently, the outlay on agriculture was reduced to 20 p.c from 31 p.c. made in the First Plan.
But, as far as production of major crops was concerned, quite ambitious targets were set. However, due to the adoption of a wrong strategy, miscalculation and poor implementation of most of the programmes, the performance of the agriculture was quite dismal.
3. The Third Plan (1961-66)
The planners subsequently realised that the strategy of development adopted during the Second Plan was wrong. It was felt that, in an agrarian economy, any setback on the agricultural front would spell disaster for the whole economy.
Thus, during the Third Plan the Government made greater allocation for agriculture i.e., Rs 1,745 crore compared to Rs 950 crore in the Second Plan. However, the percentage share of agriculture in total plan outlay remained unchanged at 20.
The main objectives of the Plan were to achieve self-sufficiency in food grains and increase in agricultural production to meet the requirements of industry and export. A number of institutions were set up to extend support to development activities in different fields.
The performance of the Plan was more or less satisfactory—at least in the first four years. A record output of 89 million tonnes had been achieved in case of food grains. However, the performance in the last year was dismal due to the disastrous drought of 1965-66 and two wars (one with China in 1962 and another with Pakistan in 1965).
However, in 1966-67, a new strategy of agricultural development was adopted.
(a) High Yielding Varieties Programme (HYVP), and
(b) The Multiple Cropping Programme — both based on the exotic, high-yielding, short duration crop varieties.
The other elements of the strategy were the new concepts of irrigation and water management, adaptive research and price guarantee to producers. However, due to failure on the agricultural front, the whole planning process received a severe jolt and formulation of the Fourth Plan was delayed by no less than three years.
4. The Fourth Plan (1969-74)
While most of the programmes adopted under the new strategy were continued in the Fourth Plan, a new orientation was imparted to agricultural policy. In order to achieve growth with social justice, the agricultural policy laid stress on helping the weaker and vulnerable sections of the population and backward areas.
High priority was accorded to technology as a major input. Besides attainment of self-sufficiency, the Plan envisaged building up of a sizable buffer stock and stoppage of concessional imports of food grains.
Modest targets were fixed for agricultural production and realistic allocations were made for agriculture and irrigation. The Plan started with a happy note. The production of food grains reached an all-time high of 108 million tonnes in 1970-71. However, poor monsoons in the next two years led to crop failure and this created the problem of price inflation.
5. The Fifth Plan (1974-79)
Renewed emphasis was placed on agriculture in the Fifth Plan. The growth target in the agricultural and allied sectors had been fixed at 3.94 p.c. Necessary allocation was made for important programmes like minor irrigation, high-yielding varieties of seed and distribution of fertilisers.
As in the Fourth Plan, outlay on agriculture was 21 p.c. of total Fifth Plan outlay. Ambitious targets were fixed for the agricultural sector. However, the performance was not satisfactory in the first year due to fall in production.
Due to setback on the agricultural front, the rate of growth of the economy (as measured by per capita income) reached a vanishing point. The performance of the agricultural sector, however, started improving from the second year as output reached a new record. In spite of this, the Fifth Plan was cut short by one year by the erstwhile ruling party, the Janata Government.
6. The Sixth Plan (1980-85)
The agricultural growth pattern during the Sixth Plan period took into account the immediate as well as long-term needs of agricultural commodities both for domestic consumption and for export. The highest priority was assigned to bridging the gap prevailing between actual and potential farm yields even at current levels of technology through the removal of existing constraints. Agriculture and allied activities received adequate attention through the development of appropriate packages of technology, services and public policies.
7. The Seventh Plan (1985-90)
Total outlay on agriculture, irrigation and rural development was Rs. 48,100 crore or 22 p.c. of the total plan outlay. The Seventh Plan aimed at an agricultural growth rate of 4 p.c. p.a. and the target for food grains output was kept at 3.7 p.c. p.a.
The major programme thrusts in the Seventh Plan were:
(i) Special rice production programmes in the Eastern region,
(ii) National Oilseeds Development Projects,
(iii) National Watershed Development Programme for rain-fed agriculture, and
(iv) social forestry.
This sector witnessed a growth rate of 3.2 p.c. p.a. During the Seventh Plan, the area under irrigation was proposed to be increased at the rate of 2.5 million hectares p.a.
8. The Eighth Plan (1992-97)
The Eighth Plan gave priority to the “growth and diversification of agriculture to achieve self-sufficiency in food and generate a surplus for exports.” Investment in agriculture, irrigation and allied sectors showed a sharp rise over the previous plans.
The share of public and private sectors investments in the Eighth Plan in agriculture and rural development stood at 22 p.c. of the total investment as compared to 11.23 p.c. in the Seventh Plan. The Eighth Plan aimed at achieving an agricultural growth rate of 4 p.c. during the Plan period. A major effort was given during the Eighth Plan period to increase the output of rice, pulses and oilseeds.
During the plan period, there has been a shortfall in investment in all the sectors, including agriculture where, actual investment was just 59 p.c. of planned investment. Despite this, agriculture recorded a growth rate of 4.7 p.c. At the end year of that Plan, food grains output, however, touched a record level of 199.3 million tonnes against the target of 210 million tonnes.
9. The Ninth Plan (1997-2002)
The thrust of the Ninth Plan was to achieve agriculture-led growth. For the first time since 1960s, the Planning Commission had focused on agriculture, instead of industry, in the Ninth Plan. It was targeted to grow at 4.5 p.c. p.a. during the Ninth Plan period. It envisaged a food production of 230 million tonnes against the 1990 “million tonnes attained in 1996-97.
Actual production of food grains fell far short of the targeted production. Actual production was 212 million  a shortfall of 18 million tonnes. In case of production of oilseeds, performance was disappointing. Anyway, food crisis did not emerge because of building up of huge buffer stock of food grains.
To achieve this growth rate, the Planning Commission recommended a four-pronged strategy including a viable minimum support price and input subsidy policy. The public sector had been allocated Rs 8,75,000 crore. Agriculture got a whopping 19.4 p.c. of the total on outlay.
The actual growth rate in agriculture and allied activities fell short even of the revised targets of 3.9 p.c. Realised growth rate for 1997-2002 came to 2.1 p.c. The reform process had failed to stimulate our agricultural sector.
10. The Tenth Plan (2002-07)
The Ninth Plan experienced a slowdown in the growth potential of the economy that needed to be reversed in the Tenth Plan. As for as the sectoral allocation of public resources is concerned, agriculture did not receive high priority in the Tenth Plan.
Tenth Plan allocation for agriculture, irrigation, etc., amounted to Rs 3,05,055 crore— an increase of 51.4 p.c. over the Ninth Plan. It aimed at pushing up the growth rate of agriculture 2.1 p.c. on the average attained during the Ninth Plan to 4 p.c. during the entire Plan period of the Tenth Plan.
Tenth Plan recorded a growth rate of 2.3 p.c. (because of poor monsoon. Deficient rainfall in 2002, 2004 and 2006 has led to (i) poor agricultural growth, (ii) reduction in the share of agriculture in GDP from 23.8 p.c. in 2002-03 to 20.5 p.c. in 2006-07.
Economic Survey, 2006-07 says, “The structural weaknesses of the agriculture sector reflected in low level of public investment, exhaustion of the yield potential of new high yielding varieties of wheat and rice, unbalanced fertiliser use, low seeds replacement rate, inadequate incentive system and post-harvest value addition were manifest in the lackluster growth during the new millennium.”
11. The Eleventh Plan (2007-12) and Second Green Revolution:
Against the backdrop of miserable performance of Indian agriculture during the Tenth Plan, a higher annual growth rate of 4 p.c. p.a. to achieve the targeted GDP growth rate of 10 p.c. over this plan period is urgently needed in the current plan.
To attain such growth rate, what is needed is an improvement in the scale of operations and quality of agricultural reforms introduced by State Governments and various agencies. These reforms must aim at efficient use of various agricultural resources and conservation of soil, water and energy on a sustainable basis and in a holistic framework.
However, this plan places emphasis on corporate investment to boost agricultural growth. The approach paper envisages contract farming as a method of attracting corporate investment in Indian agriculture.
The Approach Paper of the Eleventh Plan has highlighted this holistic framework and mapped out this following strategies to be adopted during the Eleventh Plan period:
(i) Doubling the rate of growth of irrigated areas;
(ii) Improving water management, water harvesting and watershed development;
(iii) Diversification of crops into high value outputs (fruits, vegetables, flowers, herbs and spices) without disturbing food security;
(iv) Providing easy access to credit at affordable rates,
(v) Refocusing on land reform issues.
Thrust areas of the Eleventh Plan relating to agriculture and irrigation cover:
(i) Ensuring food security;
(ii) Supportive State-specific agriculture strategy and programmes;
(iii) Better seed production,
(iv) Development of modern markets, etc.
The Approach Paper of the Eleventh Plan supports the recommendations of the National Commission on Farmers relating to soil health care and enhancement, water harvesting, credit and insurance reform, technology delivery, assured and remunerative marketing, etc.
Finally, this Approach paper calls for a ‘Second’ green revolution that involves improvement in farm productivity on a sustainable basis without injuring ecology.
Growth and Problems of Major Industries: Iron and Steel Industry
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Progress of Iron and Steel Industry in India
We live essentially in an age of iron and steel. “Because of its hardness, strength and durability, because of the ease with which it can be cast and worked into any desired shape and because of its remarkable cheapness under modem methods of production, iron is the most important and widely used metal in the service of man”.
Iron and steel were the harbinger of industrial revolution in late 18th and early 19th century. Today this industry has proved to be the harbinger of globalisation. It is one of the very few industries that have assumed a global character with developments in one region affecting the industry almost everywhere else; and India is no exception.
The proud machine civilization of modem age would not have existed without iron. The sturdy structure of modem industrial world i made of steel. Iron and steel is the basic or key industry and lays the foundation of a vibrant industrial economy.
Most of the subsidiary industries such as automobiles, locomotives, rail tracks, shipbuilding, machine building, bridges, dams and a host of other industrial and commercial activities depend upon iron and steel industry. No wonder, per capita consumption of iron and steel is one of the most significant measures of the level of industrialisation and economic growth of a country.
Although Indians are known for their technique of smelting iron since early time, the first iron an steel unit on modem lines was established in 1830 at Porto Nova in Tamil Nadu. However it could not succeed and was closed down in 1866. The other efforts made during the second half of the 19th century also met with the same fate.
The real beginning of modem iron and steel industry was made in 1907 only when Tata Iron and Steel Company (TISCO) were set up at Jamshedpur (Sakchi at that time). The Indian Iron and Steel Company (IISCO) were set up in 1919 at Bumpur followed by the setting up of Mysore Steel Works at Bhadravati (now Visveswaraya Iron and Steel Works) in 1923.
Iron and steel Industry witnessed rapid growth after Independence. India produced 16.9 lakh tonnes of pig iron in. 1950-51. The development of iron and steel industry was envisaged during the first Five-Year Plan, but it was during the Second Five-Year Plan that the three integrated steel projects were started at Bhilai, Rourkela and Durgapur.
India is now the eighth largest producer of steel in the world. Recent developments have amply demonstrated the mettle of Indian steel industry to rise even further and become a major player in the world. However steel is known to be an industry witnessing periodic business cycles of upswings an downswings.
Steel Authority of India (SAIL) Established in 1973, SAIL is a government undertaking and is responsible for the management of steel plants at Bhilai, Durgapur, Rourkela, Bokaro and Bumpur and also the Alloy Steel Plant at Durgapur and Salem Steel Plant. The management of Indian Iron and Steel was taken over by Government on 14th July, 1976. SAIL also took over Maharashtra Elektrosmelt Limited, a mini steel plant, in January 1986. Visweswaraya Iron and Steel Limited were also taken over by SAIL in August 1989.
Locational Factors:
Iron and steel industry uses large quantities of heavy and weight losing raw materials and its localisation is primarily controlled by the availability of raw materials. Coal and iron ore are the two basic raw materials used by iron and steel industry and on the basis of minimum transportation cost most of the steel plants are located at three distinct places viz. (i) near coal fields, (ii) near iron ore mining centres and (iii) at places between areas of coal and iron ore production.
Most of the iron and steel plants of India such as Jamshedpur, Bumpur, Durgapur, Rourkela, Bhilai and Bokaro are located in Jharkhand, West Bengal, Orissa and Chhattisgarh. These states are very rich in coal and iron ore deposits and are important producers of these materials.
Visveswaraya Iron and Steel Works at Bhadravati is a major exception which is located far away from the main coal producing areas of the country. Earlier, this centre was depending upon charcoal which was available locally. Now it uses hydroelectricity from the Sharavati Power Project.
The other raw materials used in this industry are manganese, limestone, dolomite, chromite, silica, etc. These raw materials are used in small quantities and can be transported without much difficulty. Hence, they do not materially affect the localisation of this industry.
Another important factor influencing the localisation of iron and steel industry is the availability of market. Steel products of an integrated steel plant are quite bulky and it has been estimated that the transport cost per tonne-kilometre of steel product is about three times more than that of coal or iron ore.
Thus, following the theory of minimum transportation cost many centres of iron and steel production tend to be attracted by market. Moreover, recent technological developments in transport, the use of scrap as raw material and the agglomeration economics have made market oriented location more advantageous than ever before. With the increasing popularity of open hearth process, scrap has become a very important raw material in this industry.
About half of the metal now melted ‘in world’s iron and steel furnaces is scrap. Industrialized areas, specially with steel consuming industries, are the major sources of scrap iron. Thus, the market has double attraction, as the consumer of steel and as a source of raw materials. However, the use of scrap as raw material on a large scale is yet to pick up in India.
From the above discussion, it is clear that in the present day localization of iron and steel industry, each of the three factors viz., coal, iron ore and market has almost equal significance. The geographical coincidence of any two of the three factors would easily determine the site of the steel plant.
In another situation, when some ingredients are to be imported or finished steel is to be exported, sea port locations are preferred. This is exemplified by the establishment of the Vishakhapatnam Steel Plant at a sea port. A few more plants in the offing such as Mangalore and Ratnagiri also favour seaboard location.
Centres of Production:
At present there are 10 primary integrated plants and a large number of decentralised scondary units known as mini steel plants. Besides, there are several rolling and re-rolling mills and foundries which manufacture different items of steel using pig iron and ingot steel. There are about 10,000 foundries, 95 per cent of which are concentrated in the western states of Maharashtra and Gujarat and in the southern state of Tamil Nadu.
Some of the major problems faced by Indian iron and steel industry are as follows:
1. Capital:
Iron and steel industry requires large capital investment which a developing country like India cannot afford.
Many of the public sector integrated steel plants have been established with the help of foreign aid.
2. Lack of Technology:
Throughout the 1960s and upto the oil crisis in mid-1970s, Indian steel industry was characterised by a high degree of technological efficiency. This technology was mainly from abroad. But during the following two decades after the oil crisis, steep hike in energy costs and escalation of costs of other inputs, reduced the margin of profit of the steel plants.
This resulted in lower levels of investment in technological developments. Consequently, the industry lost its technology edge and is now way behind the advanced countries in this regard. Material value productivity in India is still very low.
In Japan and Korea, less than 1.1 tonnes (and in several developed countries 1.05 tonnes) of crude steel is required to produce a tonne of saleable steel. In India, the average is still high at 1.2 tonnes. Improvement in the yield at each stage of production, particularly for value added products will be more important in the coming years.
3. Low Productivity:
The per capita labour productivity in India is at 90-100 tonnes which is one of the lowest in the world. The labour productivity in Japan, Korea and some other major steel producing countries is about 600-700 tonnes per man per year.
At Gallatin Steel a mini mill in the U.S. there are less than 300 employees to produce 1.2 million tonnes of hot rolled coils. A comparable facility in India employs 5,000 workers. Therefore, there is an urgent need to increase the productivity which requires retraining and redevelopment of the labour force.
4. Inefficiency of public sector units:
Most of the public sector units are plagued by inefficiency caused by heavy investment on social overheads, poor labour relations, inefficient management, underutilisation of capacity, etc. This hinders proper functioning of the steel plants and results in heavy losses.
5. Low potential utilisation:
The potential utilisation in iron and steel is very low. Rarely the potential utilisation exceeds 80 per cent. For example, Durgapur steel plant utilises only 50 per cent of its potential. This is caused by several factors, like strikes, lockouts, scarcity of raw materials, energy crisis, inefficient administration, etc.
6. Heavy demand:
Even at low per capita consumption rate, demand for iron and steel is
increasing with each passing day and large quantities of iron and steel are to be imported for meeting the demands. Production has to be increased to save precious foreign exchange.
7. Shortage of metallurgical coal:
Although India has huge deposits of high grade iron ore, her coal reserves, especially high grade cooking coal for smelting iron are limited. Many steel plants are forced to import metallurgical coal. For example, steel plant at Vishakhapatnam has to import coal from Australia. Serious thought is now being given to replace imported coal by natural gas from Krishna-Godavari basin.
8. Inferior quality of products:
Lack of modern technological and capital inputs and weak infrastructural facilities leads to a process of steel making which is more time consuming, expensive and yields inferior variety of goods. Such a situation forces us to import better quality steel from abroad. Thus there is urgent need to improve the situation and take the country out of desperate position.
Growth and Problems of Major Industries: Sugar
 THEINTACTFRONT10 JUN 2019 3 COMMENTS
Sugar is the second largest agro-based industry in India. The industry provides employment to about two million skilled and semi-skilled workers besides those who are employed in ancillary activities, mostly from rural areas. Though the industry contributes a lot to the socio-economic development of the nation, it is plagued with a number of problems such as cyclical fluctuations, high support prices payable to farmers, lack of adequate working capital, partial decontrol and the uncertain export outlook.
Despite the problems, the industry has good growth potential due to steady increase in sugar consumption, retail boom and diversification into areas such as power generation and production of ethanol. In addition to this, strong possibilities exist for counter trade, if the Government designs and develops sugar industry-oriented policies. With this background, an attempt has been made to examine the problems and prospects of sugar industry in India.
Sugar Industry in India is well developed with a consumer base of more than billions of people. It is also the second largest producer of sugar in the world. There are around 45 million of sugarcane growers in India and a larger portion of rural labourers in the country largely rely upon this industry. Sugar Industry is one of the agricultural based industries. In India it is the second largest agricultural industry after.
Trade Policy:
Forced by the severe domestic shortages and abnormally high sugar prices since beginning of 2009, the Government of India (GOI) took several measures to relax import restrictions to augment domestic supplies. On February 17, 2009 the government relaxed the norms for duty free imports of raw sugar under the advance licensing scheme (ALS) exempting future export commitments from actual user conditions for raw sugar imports during February 17, 2009, the government allowed mills to import raw sugar at zero duty under the open general license (no future export commitments).
The government also allowed select State Trading Enterprises (STEs) to import white sugar at zero duty. Subsequently, on July 31, 2009, the government allowed duty free imports of white sugar by traders and processors until November 31, 2009. Through a series of notifications the GOI has extended the duty free imports of raw sugar and white sugar up to December 31, 2010.
The GOI has also exempted imported sugar, both raw sugar and white sugar, from the levy sugar obligation and the market quota release system, applicable to domestic sugar. With the sugar prices easing, there is an increasing pressure from the local industry to re-impose the import duties on white and raw sugar, and reverting back to the old import policy regime. Currently, the GOI does not allow exports of sugar and or provide any export incentive (transport subsidy) for sugar.
Sugarcane Production and Pricing Policy:
The Government of India (GOI) supports research, development, training of farmers and transfer of new varieties and improved production technologies (seed, implements, pest management) to growers in its endeavour to raise cane yields and sugar recovery rates. The Indian Council of Agricultural Research (ICAR) conducts sugarcane research and development at the national level.
State agricultural universities, regional research institutions, and state agricultural extension agencies support these efforts at the regional and state levels. The central and state governments also support sugarcane growers by ensuring finance and input supplies at affordable prices.
The GOI establishes a Minimum Support Price (MSP) for sugarcane on the basis of recommendation by the Commission for Agricultural Costs and Prices (CACP) and after consulting State Governments and associations of the sugar industry and cane growers.
Last year the GOI announced a new system of Fair and Remunerative Price (FRP) that would links the cane price with sugar price realization by the sugar mills. Several state governments further augment the MSP/FRP, typically by 20-25 per cent, due to political compulsions rather than market pricing.
Sugar Production and Marketing Policy:
The GOI levies a fee of Rs.240 ($5.33) per ton of sugar produced by mills to raise a Sugarcane Development Fund (SDF), which is used to support research, extension, and technological improvement in the sugar sector. The SDF is also often used to support sugar buffer-stocks operations, provide a transport subsidy for sugar exports, and provide an interest subsidy on loans for the installation of power generation and ethanol production plants. In March 2008, the GOI enacted the Sugar Development Fund (Amendment) Bill, 2008 that enables the government to include the use of the funds for debt restructuring and soft loans to the sugar mills.
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The Government of India follows a policy of partial market control and dual pricing for sugar. The local sugar mills are required to supply 20 per cent of their production to the government as ‘levy sugar’ at below-market prices, which the government distributes through the Public Distribution System (PDS) to its below-poverty line population at subsidized rates.
Mills are allowed to sell the balance of their production as ‘free sugar’ at market prices. However, the sale of free-sale sugar and levy sugar is administered by the government through periodic quotas, designed to maintain price stability in the market.
On March 12, 2009 the central government advised the state government to impose stock and turnover limits on traders to prevent hoarding of sugar. Khandsari sugar has also been brought under the ambit of stockholding and turnover limit from July 17, 2009. Most state governments imposed stock and turnover control orders in their respective states.
On August 22, 2009, the government imposed stock holding limits on large consumers (food and beverage companies) who consume more than 1.0 ton of sugar per month. Initially these consumers were asked to maintain stock necessary to meet not more than 20 days requirements; which were further lowered to 10 days requirements in February 2010.
These limits are effective up to Sept 30, 2010. With the improvement in domestic sugar supplies, there is growing pressure from the domestic sugar mills and traders to remove these stock limits.
In May 2011, the government allowed futures trading in sugar, and three national exchanges have been given permission to engage in sugar futures trading. However, in May 2009, the government suspended futures trading in sugar until December 2009, which has been subsequently extended till September end 2010.
Sugar Decontrol in India:
The Government of India has launched economic reforms in 1991 and process of liberalisation, privatization and globalization was started to give a new thrust towards different segments of Indian economy. Naturally, Sugar industry is also crying for sugar decontrol since long in the changed scenario.
Sugar Industry is seeking freedom at least from the mandatory supply of the Sugar by the industry at below cost for state-run welfare programmes – also known as the levy obligation – and the monthly sale quota. These apart, the government also decides the minimum price the mills have to pay for sugarcane purchases periodical limits on stocks large buyers can hold to thwart hoarding. The sector has been under the government control since 1940s.
The Sugar Industry is facing problem between high cane prices-often used by state governments as a tool to get the political support of the farming community-and low sugar sales realisation. The cash-strapped sugar industry has also renewed its calls this year again (2011-12) for lifting the government control over the sector. Surplus sugar stocks for a second straight year have kept domestic prices subdued for more than six months now despite a 17% hike in cane prices in the largest producing state of Uttar Pradesh and to a large extent in other states.
Present Regulatory Framework for Sugar:
The Sugar mills are mandated to sell 10% of their output to the government for its public distribution system around 60% of their cost of sugar at current prices. The government’s control over how much sugar mills will sell in the open market each month compounds their worries as a failure to complete sales with in the month could result in a conversion of the unsold quantity into the levy quota. The levy obligation alone cost $2,500 crore to $3,000 crore a year to the sugar mills.
Composition of the Committee:
The Government of India has constituted in January, 2012 six-member committee under the chairman-ship of Dr. C. Rangarajan, chairman. Economic Advisory Committee to the Prime Minister to look into all issues relating to de-regulation of the sugar sector. It has been assigned to give its recommendations to the Prime Minister at the earliest.
Other members on the panel include the Chief Economic Advisor, Dr. Kaushik Basu; the Chairman of Commission for Agricultural Costs and Prices, Dr. Ashok Gulati; Secretaries of Agriculture, and Food and Public Distribution, Secretary EAC, Dr. K.P. Krishan; and the former secretary of Food and Public Distribution, Mr. Nanda Kumar, currently a member of National Disaster Management Authority.
The Committee has been empowered to involve such experts, academics as required as special invitees. The food ministry would provide the necessary support to the committee in discharging its functions.
Actually in late 2010, the Prime Minister had set up a four- member committee under Dr. C. Rangarajan to look into the issue of linking cane prices to the sugar rates. “In a sense, the present committee is an extension of the earlier committee, and may look into all issues relating to the sugar sector.”
“The industry welcomes the constitution of such a committee consisting of several experienced senior economists and government officials. It expects for some positive outcome quickly, which will be in the interests of both the farmers as well as the industry.” Various controls and dwindling returns on sugar sales bled their viability and that is why Sugar industry is demanding for decontrol.
Rationale of Sugar Control:
(i) Present L. P. G. environment has created conducive environment for sugar decontrol.
(ii) It is in accordance with the policy of the government to reduce subsidy in public distribution mechanism.
(iii) Levy quota pricing is irrelevant because cost of sugar production is increasing on continuous basis.
(iv) Most of the sugar units are non-viable due to levy quota burden and restrictions on open market sale quota etc.
(v) Sugar mills are facing resource crunch and they also need funds for their expansion and modernization programmes. Survival of sugar units will be at stake in case decontrol is not there.
Prospects of Sugar Decontrol under Present Scenario:
The timing of demand for decontrol of sugar sector is quite appropriate. Sugar output during this season is expected at 25-26 million tonnes (mt). This, along with opening stocks of 6.1 mt, can more than take care of domestic demand of 22-23 mt. With no major festivals, November to March is usually a lean period for local consumption. But for farmers sugar realizations during this period matter, as they determine the cane price mills can realistically afford to pay.
This is also a time when supplies from Brazil dry up, with the new crop there due for crushing only from early April. All this provides a window of opportunity to free the industry – from levy obligations, controls on how much sugar any mill can sell in the open market in a month, and stocking limits – and also open up exports. Sugar prices are firming up now in the sugar market.
Problems of Sugar Industry:
(i) It is characterized by instability in recurring imbalance between the demand for and supply of sugar in the country.
(ii) It is a totally agro-based industry. The manufacturing plant is merely an extraction unit. Sugarcane forms about 2/3rd of the total manufacturing cost of sugar.
(iii) Sugar mills are facing tough competition from gur and khandsari producers who try to corner major chunk of sugarcane from the farmers.
(iv) Poor yields of cane per hectare, low recovery of sugarcane; uneconomic size of sugar units increase the cost of production and force them to become uncompetitive in the international market.
(v) Organized cane suppliers and manufacturing units generally exploit the small cane growers as they do not have sufficient bargaining power.
(vi) Growing obsolescence and old machineries have forced the large number of sugar mills to become sick.
(vii) The Sugar industry has been delicensed since August 1998 but government still regulate the free sale quota and export volume of the sugar to regulate the domestic price scenario.
Suggestions:
(i) Government should formulate the policy of area demarcation for cane supplies. It will prevent unhealthy competition among sugar factories in enticing growers to supply their cane at bargaining prices.
(ii) Sugar factories should be allowed to develop their own cane areas for improving their internal cane supplies.
(iii) Sugar factories should formulate their own cane drawl programme based on registration of cane on an area basis.
(iv) Sugar Factories should be required to pay more incentives for early maturing cane varieties to encourage more production in early months of crushing.
(v) Optimum utilization of the by-products should be ensured to improve viability of the mills.
(vi) Import of raw sugar should be allowed on systematic basis to avoid shortage of sugar.
Growth and Problems of Major Industries: Cotton Textiles
 THEINTACTFRONT10 JUN 2019 3 COMMENTS
Growth and Development:
India held world monopoly in the manufacturing of cotton textiles for about 3,000 years from about B.C. 1500 to A.D. 1500. In the middle ages, Indian cotton textile products were in great demand in the Eastern and European markets.
The muslins of Dhaka, chintzes of Masulipatnam, calicos of Calicut, baftas of Cambay and gold-wrought cotton piece goods of Burhanpur, Surat and Vadodara acquired a worldwide celebrity by virtue of their quality and design.
This industry could not survive in the face of strong competition from the modern mill industry of Britain which provided cheap and better goods as a result of Industrial Revolution in that country. Moreover, the British textile industry enjoyed political advantage at that time.
The first modem cotton textile mill was set up in 1818 at Fort Glaster near Kolkata. But this mill could not survive and had to be closed down. The firat successful modem cotton textile mill was established in Mumbai in 1854 by a local Parsi entrepreneur C.N. Dewar. Shahpur mill in 1861 and Calico mill in 1863 at Ahmedabad were other landmarks in the development of Indian cotton textile industry.
The real expansion of cotton textile industry took place in 1870’s. By 1875-76 the number of mills rose to 47 of which over 60 per cent were located in Mumbai city alone. The industry continued to progress till the outbreak of the First World War in 1914. The total number of mills reached 271 providing employment to about 2.6 lakh persons.
The First World War, the Swadeshi Movement and the grant of fiscal protection favoured the growth of this industry at a rapid pace. Demand for cloth during the Second World War led to further progress of the industry. Consequently, the number of mills increased from 334 in 1926 to 389 in 1939 and 417 in 1945. Production of cloth also increased from 4,012 million yards in 1939-40 to 4,726 million yards in 1945-46.
The industry suffered a serious setback in 1947 when most of the long staple cotton growing areas went to Pakistan as a result of partition. However, most of the cotton mills remained in India. Under such circumstances, India faced a severe crisis of obtaining raw cotton.
The country had, therefore, to resort to large-scale imports of long staple cotton which was an extremely difficult task in view of the limited foreign exchange reserves. The only solution to this problem was to increase hectare-age and production of long staple cotton within the country. This goal was achieved to a great extent in the post partition era.
Present Position:
At present, cotton textile industry is largest organised modem industry of India. There has been a phenomenal growth of this industry during the last four decades. About 16 per cent of the industrial capital and over 20 per cent of the industrial labour of the country is engaged in this industry. The total employment in this industry is well over 15 million workers.
There are at present 1,719 textile mills in the country, out of which 188 mills are in public sector, 147 in cooperative sector and 1,384 in private sector. About three-fourths were spinning mills and the remaining one-fourth composite mills. Apart from the mill sector, there are several thousand small factories comprising 5 to 10 looms.
Some of them have just one loom. These are based on conventional handloom in the form of cottage industry and comprise decentralised sector of this industry. Table 27.4 shows that the constitution of decentralised sector is much more than the organised sector.
It has increased rapidly from a mere 19.31 per cent in 1950-51 to 58.96 per cent in 1980-81 and made a sudden jump to 87.95 per cent in 1990-91. It gradually improved during the first half of 1990s and stood at 94.63 per cent in 2003-04. (see Table 27.4)
Table 27.4 Production of Cotton Cloth (Mill Cloth) in India, 2002-03:
	State/Union Territory
	Production in Sq Mtr
	Percentage of all India production

	1. Maharashtra
	3,82,257
	39.38

	2. Gujarat
	3,21,775
	33.14

	3. Tamil Nadu
	64544
	6.69

	4. Punjab
	55,784
	5.75

	5. Madhya Pradesh
	47305
	4.87

	6. Uttar Pradesh
	32386
	334

	7. Rajasthan
	28384
	2.92

	8. Pondicherry
	24357
	2.51

	9. Karnataka
	7,222
	0.74

	10. Kerala
	6342
	0.66

	Total
	9,70,756
	100.00


Problems of Cotton Textile Industry:
Although cotton textile is one of the most important industries of India, it suffers from many problems. Some of the burning problems are briefly described as under:
1. Scarcity of Raw Cotton:
Indian cotton textile industry suffered a lot as a result of partition because most of the long staple cotton growing areas went to Pakistan. Although much headway has been made to improve the production of raw cotton, its supply has always fallen short of the demand. Consequently, much of the long staple cotton requirements are met by resorting to imports.
2. Obsolete Machinery:
Most of the textile mills are old with obsolete machinery. This results in low productivity and inferior quality. In the developed countries, the textile machinery installed even 10-15 years ago has become outdated and obsolete, whereas in India about 60-75 per cent machinery is 25-30 years old.
Only 18-20 per cent of the looms in India are automatic whereas percentage of such looms ranges from cent per cent in Hong Kong and the USA., 99 per cent in Canada, 92 per cent in Sweden, 83 per cent in Norway, 76 per cent in Denmark, 70 per cent in Australia, 60 per cent in Pakistan and 45 per cent in China.
3. Erratic Power Supply:
Power supply to most cotton textile mills is erratic and inadequate which adversely affects the production.
4. Low Productivity of Labour:
Labour productivity in India is extremely low as compared to some of the advanced countries. On an average a worker in India handles about 2 looms as compared to 30 looms in Japan and 60 looms in the USA. If the productivity of an American worker is taken as 100, the corresponding figure is 51 for U.K. 33 for Japan and only 13 for India.
5. Strikes:
Labour strikes are common in the industrial sector but cotton textile industry suffers a lot due to frequent strikes by a labour force. The long drawn strike in 1980 dealt a severe below to the organised sector. It took almost 23 years for the Government to realise this and introduce legislation for encouraging the organised sector.
6. Stiff Competition:
Indian cotton mill industry has to face stiff competition from powerloom and handloom sector, synthetic fibres and from products of other countries.
7. Sick Mills:
The above factors acting singly or in association with one another have resulted in many sick mills. As many as 177 mills have been declared as sick mills. The National Textile Corporation set up in 1975 has been striving to avoid sick mills and has taken over the administration of 125 sick mills. What is alarming is 483 mills have already been closed.
Exports:
India is a major exporter of cotton textiles. Cotton yarn, cloth and readymade garments form important items of Indian exports. Indian garments are well known throughout the world for their quality and design and are readily accepted in the world of fashion.
UNIT-5
Introduction
The services sector is not only the dominant sector in India’s GDP, but has also attracted significant foreign investment flows, contributed significantly to exports as well as provided large-scale employment. India’s services sector covers a wide variety of activities such as trade, hotel and restaurants, transport, storage and communication, financing, insurance, real estate, business services, community, social and personal services, and services associated with construction.
As of 2018, 31.45 per cent of India’s employed population is working in the services sector.
Market Size
The services sector is the key driver of India’s economic growth. The sector has contributed 54.17 per cent of India’s Gross Value Added at current price in 2018-19*. India’s services sector GVA grew at a CAGR of 6.96 per cent to US$ 1,356.49 billion in FY19* from US$ 846.84 billion in FY12. Net export estimate from April to November 2019 in services is US$ 142.02 billion and import is US$ 89.24 billion.
Nikkei India Services Purchasing Managers' Index (PMI) stood at 52.7 in November 2019. The expansion in services activity was driven by boost in capacity and demand along with favourable public policies.
Investments
Some of the developments and major investments by companies in the services sector in the recent past are as follows:
· Services sector is the largest recipient of FDI in India with inflows of US$ 74.94 billion between April 2000 and June 2019.
· Leisure and business travel and tourism spending are expected to increase to US$ 234.4 billion and US$ 12.9 billion in 2018, respectively.
· India’s earnings from medical tourism could exceed US$ 9 billion by 2020.
· Indian healthcare companies are entering into merger and acquisitions with domestic and foreign companies to drive growth and gain new markets.
Government Initiatives
The Government of India recognises the importance of promoting growth in services sectors and provides several incentives in wide variety of sectors such as health care, tourism, education, engineering, communications, transportation, information technology, banking, finance, management, among others.
The Government of India has adopted a few initiatives in the recent past. Some of these are as follows:
· Under the Mid-Term Review of Foreign Trade Policy (2015-20), the Central Government increased incentives provided under Services Exports from India Scheme (SEIS) by two per cent.
· Government of India is working to remove many trade barriers to services and tabled a draft legal text on Trade Facilitation in Services to the WTO in 2017.
Achievements
Following are the achievements of the government in the past four years:
· India’s rank jumped to 24 in 2018 from 137 in 2014 on World Bank’s Ease of doing business - "Getting Electricity" ranking.
· In FY19, traffic at major ports stood at 699.05 million tonnes growing at a CAGR of 2.74 per cent from FY08-19 and reached 405.39 million tonnes in FY20T (up to October 2019).
· Five times more growth in major ports’ traffic between 2014-18, compared to 2010-14.
· Six-fold increase in Government spending on telecommunications infrastructure and services in the country – from Rs 9,900 crores (US$ 1.41 billion) during 2009-14 to Rs 60,000 crores (US$ 8.55 billion) (actual + planned) during 2014-19.
· Ministry of Tourism sanctioned 18 projects covering all the North Eastern States for Rs 1,456 crore (US$ 211.35 million) for development and promotion of tourism in the North Eastern Region under the Swadesh Drashan and PRASHAD Schemes.
· A total of 11 projects worth Rs 824.80 crore (US$ 127.98 million) were sanctioned under the Swadesh Darshan scheme.
· Statue of Sardar Vallabhbhai Patel, also known as ‘Statue of Unity’, was inaugurated in October 2018 and the total revenue generated till November 2019 is Rs 82.51 crore (US$ 11.81 million).
· Highest ever revenue was generated by Indian IT firms at US$ 167 billion in 2017-18.
Road Ahead
Services sector growth is governed by both domestic and global factors. The Indian facilities management market is expected to grow at 17 per cent CAGR between 2015 and 2020 and surpass the US$19 billion mark supported by booming real estate, retail, and hospitality sectors.
By 2023, healthcare industry is expected to reach US$ 132 billion. India’s digital economy is estimated to reach US$ 1 trillion by 2025. By end of 2023, India’s IT and business services sector is expected to reach US$ 14.3 billion with 8 per cent growth.
The implementation of the Goods and Services Tax (GST) has created a common national market and reduced the overall tax burden on goods. It is expected to reduce costs in the long run on account of availability of GST input credit, which will result in the reduction in prices of services.
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Entrepreneurship is not a word that describes the struggle of a common person who puts all his efforts to build something of his/her own, it is also something that reflects the growth of the country. When it comes to entrepreneurship, several things come to the mind like the day-to-day functioning of an organization, gathering funds, manpower, resources and much more. But it's about time that we give a thought to what it is offering for the growth of the country?
Entrepreneurs are thought of as national assets who are civilized, remunerated and motivated to a great extent. There is no doubt that entrepreneurs are changing the way that we live and work. Those who are successful entrepreneurs are helping the community to improve the standard of their living and also assist a lot when it comes to adding and creating wealth with their entrepreneurial ventures. Moreover, they are also helping a lot in creating more jobs that is a good step towards a prosperous society.
Entrepreneurs Create New Opportunities
Entrepreneurs are providing great offers in the form of opportunities to many associated domains. No matter, in which sector the company deals but it will surely provide new opportunities that will further assist in economic development. The businesses of associated industries include network maintenance, call center operations and hardware providers. Even when it comes to education and training center they are hiring IT workers which is considered to be a high paying job. Moreover, the infrastructure development organizations and real estate companies as well are taking advantage of this growth. In simple words, an entrepreneur benefits a large part of the economy.
Addition to National Income
There is no doubt in saying that all entrepreneurial ventures are creating new wealth. The new and improved products, technology or service in which the new entrepreneurs are dealing are allowing the market to be advanced. Moreover, the growing numbers of entrepreneurs result in high earnings that directly contribute to the national income of the country. It would be there in the form of higher tax revenue or something related to government spending. The government can further use this revenue in the needful sectors or the human capital.
Entrepreneurs Create Social Change
We all are aware of the fact that there are many unique offers provided by the entrepreneurs that are breaking the traditional concept and support freedom. It is also assisting a lot in reducing the dependency level on outdated systems and technologies thus, helping in improving the standard of living, culture and great economic growth as well.
Apart from this, the globalization of technology which is growing day by day is allowing lesser developed countries to use high –tech tools which the developed countries are using. They are also getting the advantage of lower cost of living. With the same, a young entrepreneur from an underdeveloped country can take advantage of a product with a value of multi-million-dollar from a developed country.
Entrepreneurs also invest in several other things that include community projects. They are also providing financial assistance to local charities. If we talk about famous entrepreneurs such as Bill Gates who has used his hard earned money for causes starting from education to health.
Another Side of Entrepreneurs
When it comes to entrepreneurs and entrepreneurship, there are multiple pros and cons. All you need is focus and confidence to think beyond the basic.  Entrepreneurs really strive to be motivated towards their work, they work hard for the growth of an organization that directly improves the Indian economy.
Conclusion
The interesting communication of entrepreneurship and economic development carries vital inferences for insurance companies, development institutes, business owners, change agents and charitable donors. If we understand the benefits and drawbacks, a balanced approach to nurturing entrepreneurship can result in a positive impact on economy and society.
Role of Commercial Bank and Financial institutions in economic development
 CCSUTHEINTACTONE3 MONTHS AGO 1 COMMENT
1. Promoting Growth with Stability:
In a developing economy growth by itself is not everything; growth with stability is considered the right objective to be pursued. As bank credit constitutes a major part of a country’s money supply, banks can play a significant role in stabilizing the internal price level. Speculative credit is to be drastically curbed, hoarders should not be accommodated, holding of stocks can be discouraged and the genuine need of the economy can be met by banks for this purpose.
2. Accelerating the Rate of Savings and Capital Formation:
A developing economy requires a higher rate of savings and capital formation. Banks can play a significant role in stimulating the habits of thrift among the people by offering various attractive schemes of deposit (such as cumulative deposit, recurring deposits, long-term deposit, monthly income deposit, pension deposit, etc. as in our country).
Similarly, the banks can open branches in the under-banked and unbanked places, especially in rural areas, for tapping the hitherto hidden springs of rural savings. The mobilisation of these savings would go a long way in accelerating the rate of capital formation.
3. Mobilisation of Resources and Granting of Adequate Credit for Development:
A developing economy, aspiring to develop rapidly through planning, requires the effective resource mobilisation for development purposes. The banking sector with network of branches spread over wider areas can assist effectively the government in mobilising development resources.
Along with it the banks should provide adequate finance for genuine development needs. Schumpeter in his theory of growth relied mainly on the contribution of banking system for financing economic development.
4. Credit for the Priority Sectors:
The laying down of priorities in the spheres of development is one of the distinguishing characters of development planning. Accordingly, a developing economy must have a system of priorities in relation to disbursement of credit by the banking sector.
The commercial banks, under the active guidance and control of the Central Bank, are to give loans and advances in accordance with the plan priorities Thus, in India the commercial banks have been giving preference, in accordance with the directives of the Reserve Bank of India in gaming credit in larger amount to the priority sectors such as agriculture, small industries specified large industries and exports.
Besides, banks are to extend Credit facilities to the neglected and weaker sections of the society such as small and marginal farmers, small and medium entrepreneurs transport operators, self-employed persons of limited means, etc.
This becomes necessary for the equitable distribution of bank credit among the different classes of people. At the same time, banks should refrain from giving credit to speculators and hoarders. In fact, the banks in such an economy are to implement the credit policy of controlled expansion of bank credit as in India.
5. Involvement in Development Planning:
Commercial banks cannot keep themselves aloof from the country’s development planning. They are to infuse dynamism in the development activities by initiating special programmes, such as survey of the growth potentials in the particular area leadership of a particular bank in a particular district (e.g., lead bank scheme in India) for the supply of credit, special development credit for agriculture and small industries,” etc.
They can also take part in financing special development credit for agriculture and small industries, etc. They can also take part in financing special development projects in block-level P Besides, they may implement credit planning for the development of backward areas in the sphere of regional economic planning.
6. Strengthening Institutional Facilities:
Commercial banks, along with the Central Bank, can render immense help in organising term-lending specialised institutions like the Industrial Finance Corporation, State Financial Corporations by subscribing to a portion of their share capital. Similarly they can sponsor the setting up of specialised institutions like the Regional Rural banks in the rural areas for extending banking service in the un- banked areas.
7. Promoting Growth with Stability:
In a developing economy growth by itself is not everything; growth with stability is considered the right objective to be pursued. As bank credit constitutes a major part of a country’s money supply, banks can play a significant role in stabilizing the internal price level. Speculative credit is to be drastically curbed, hoarders should not be accommodated, holding of stocks can be discouraged and the genuine need of the economy can be met by banks for this purpose.
Small Scale Industries: Problems and Policy
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Some of the Government Policies for development and promotion of Small-Scale Industries in India are: 1. Industrial Policy Resolution (IPR) 1948, 2. Industrial Policy Resolution (IPR) 1956, 3. Industrial Policy Resolution (IPR) 1977, 4. Industrial Policy Resolution (IPR) 1980 and 5. Industrial Policy Resolution (IPR) 1990.
Since Independence, India has several Industrial Policies to her credit. So much so that Lawrence A. Veit tempted to say that “if India has as much industry as it has industrial policy, it would be a far well-to-do nation.” With this background in view, in what follows is a review of India’s Industrial Policies for the development and promotion of small-scale enterprises in the country.
1. Industrial Policy Resolution (IPR) 1948:
The IPR, 1948 for the first time, accepted the importance of small-scale industries in the overall industrial development of the country. It was well realized that small-scale industries are particularly suited for the utilization of local resources and for creation of employment opportunities.
However, they have to face acute problems of raw materials, capital, skilled labour, marketing, etc. since a long period of time. Therefore, emphasis was laid in the IPR, 1948 that these problems of small-scale enterprises should be solved by the Central Government with the cooperation of the State Governments. In nutshell, the main thrust of IPR 1948, as far as small-scale enterprises were concerned, was ‘protection.’
2. Industrial Policy Resolution (IPR) 1956:
The main contribution of the IPR 1948 was that it set in the nature and pattern of industrial development in the country. The post-IPR 1948 period was marked by significant developments taken place in the country. For example, planning has proceeded on an organised manner and the First Five Year Plan 1951-56 had been completed. Industries (Development and Regulation) Act, 1951 was also introduced to regulate and control industries in the country.
The parliament had also accepted ‘the socialist pattern of society’ as the basic aim of social and economic policy during this period. It was this background that the declaration of a new industrial policy resolution seemed essential. This came in the form of IPR 1956.
The IPR 1956 provided that along with continuing policy support to the small sector, it also aimed at to ensure that decentralised sector acquires sufficient vitality to self-supporting and its development is integrated with that of large- scale industry in the country. To mention, some 128 items were reserved for exclusive production in the small-scale sector.
Besides, the Small-Scale Industries Board (SSIB) constituted a working group in 1959 to examine and formulate a development plan for small-scale industries during the, Third Five Year Plan, 1961-66. In the Third Five Year Plan period, specific developmental projects like ‘Rural Industries Projects’ and ‘Industrial Estates Projects’ were started to strengthen the small-scale sector in the country. Thus, to the earlier emphasis of ‘protection’ was added ‘development.’ The IPR 1956 for small-scale industries aimed at “Protection plus Development.” In a way, the IPR 1956 initiated the modem SSI in India.
3. Industrial Policy Resolution (IPR) 1977:
During the two decades after the IPR 1956, the economy witnessed lopsided industrial development skewed in favour of large and medium sector, on the one hand, and increase in unemployment, on the other. This situation led to a renewed emphasis on industrial policy. This gave emergence to IPR 1977.
The Policy Statement categorically mentioned:
“The emphasis on industrial policy so far has been mainly on large industries, neglecting cottage industries completely, relegating small industries to a minor role. The main thrust of the new industrial policy will be on effective promotion of cottage and small-scale industries widely dispersed in rural areas and small towns. It is the policy of the Government that whatever can be produced by small and cottage industries must only be so produced.”
The IPR 1977 accordingly classified small sector into three broad categories:
1. Cottage and Household Industries which provide self-employment on a large scale.
2. Tiny sector incorporating investment in industrial units in plant and machinery up to Rs. 1 lakh and situated in towns with a population of less than 50,000 according to 1971 Census.
3. Small-scale industries comprising of industrial units with an investment of upto Rs. 10 lakhs and in case of ancillary units with an investment up to Rs. 15 lakhs.
The measures suggested for the promotion of small-scale and cottage industries included:
(i) Reservation of 504 items for exclusive production in small-scale sector.
(ii) Proposal to set up in each district an agency called ‘District Industry Centre’ (DIC) to serve as a focal point of development for small-scale and cottage industries. The scheme of DIC was introduced in May 1978. The main objective of setting up DICs was to promote under a single roof all the services and support required by small and village entrepreneurs.
What follows from above is that to the earlier thrust of protection (IPR 1948) and development (IPR 1956), the IPR 1977 added ‘promotion’. As per this resolution, the small sector was, thus, to be ‘protected, developed, and promoted.’
4. Industrial Policy Resolution (IPR) 1980:
The Government of India adopted a new Industrial Policy Resolution (IPR) on July 23, 1980. The main objective of IPR 1980 was defined as facilitating an increase in industrial production through optimum utilization of installed capacity and expansion of industries.
As to the small sector, the resolution envisaged:
(i) Increase in investment ceilings from Rs. 1 lakh to Rs. 2 lakhs in case of tiny units, from Rs. 10 lakhs to Rs. 20 lakhs in case of small-scale units and from Rs. 15 lakhs to Rs. 25 lakhs in case of ancillaries.
(ii) Introduction of the concept of nucleus plants to replace the earlier scheme of the District Industry Centres in each industrially backward district to promote the maximum small-scale industries there.
(iii) Promotion of village and rural industries to generate economic viability in the villages well compatible with the environment.
Thus, the IPR 1980 reimphasised the spirit of the IPR 1956. The small-scale sector still remained the best sector for generating wage and self-employment based opportunities in the country.
5. Industrial Policy Resolution (IPR) 1990:
The IPR 1990 was announced during June 1990. As to the small-scale sector, the resolution continued to give increasing importance to small-scale enterprises to serve the objective of employment generation.
The important elements included in the resolution to boost the development of small-scale sector were as follows:
(i) The investment ceiling in plant and machinery for small-scale industries (fixed in 1985) was raised from Rs. 35 lakhs to Rs. 60 lakhs and correspondingly, for ancillary units from Rs. 45 lakhs to Rs. 75 lakhs.
(ii) Investment ceiling for tiny units had been increased from Rs. 2 lakhs to Rs. 5 lakhs provided the unit is located in an area having a population of 50,000 as per 1981 Census.
(iii) As many as 836 items were reserved for exclusive manufacture in small- scale sector.
(iv) A new scheme of Central Investment Subsidy exclusively for small-scale sector in rural and backward areas capable of generating more employment at lower cost of capital had been mooted and implemented.
(iv) With a view, to improve the competitiveness of the products manufactured in the small-scale sector; programmes of technology up gradation will be implemented under the umbrella of an apex Technology Development Centre in Small Industries Development Organisation (SIDO).
(v) To ensure both adequate and timely flow of credit facilities for the small- scale industries, a new apex bank known as ‘Small Industries Development Bank of India (SIDBI)’ was established in 1990.
(vi) Greater emphasis on training of women and youth under Entrepreneurship Development Programme (EDP) and to establish a special cell in SIDO for this purpose.
(vii) Implementation of delicencing of all new units with investment of Rs. 25 crores in fixed assets in non-backward areas and Rs. 75 crores in centrally notified backward areas. Similarly, delicensing shall be implemented in the case of 100% Export Oriented Units (EOU) set up in Export Processing Zones (EPZ) up to an investment ceiling of Rs. 75 lakhs.
This sector can stimulate economic activity and is entrusted with the responsibility of realising various objectives generation of more employment opportunities with less investment, reducing regional imbalances etc. Small scale industries are not in a position to play their role effectively due to various constraints.
The various constraints, the various problems faced by small scale industries are as under:
(1) Finance:
Finance is one of the most important problem confronting small scale industries Finance is the life blood of an organisation and no organisation can function proper у in the absence of adequate funds. The scarcity of capital and inadequate availability of credit facilities are the major causes of this problem.
Firstly, adequate funds are not available and secondly, entrepreneurs due to weak economic base, have lower credit worthiness. Neither they are having their own resources nov are others prepared to lend them. Entrepreneurs are forced to borrow money from money lenders at exorbitant rate of interest and this upsets all their calculations.
After nationalisation, banks have started financing this sector. These enterprises are still struggling with the problem of inadequate availability of high cost funds. These enterprises are promoting various social objectives and in order to facilitate then working adequate credit on easier terms and conditions must be provided to them.
(2) Raw Material:
Small scale industries normally tap local sources for meeting raw material requirements. These units have to face numerous problems like availability of inadequate quantity, poor quality and even supply of raw material is not on regular basis. All these factors adversely affect t e functioning of these units.
Large scale units, because of more resources, normally corner whatever raw material that is available in the open market. Small scale units are thus forced to purchase the same raw material from the open market at very high prices. It will lead to increase in the cost of production thereby making their functioning unviable.
(3) Idle Capacity:
There is under utilisation of installed capacity to the extent of 40 to 50 percent in case of small scale industries. Various causes of this under-utilisation are shortage of raw material problem associated with funds and even availability of power. Small scale units are not fully equipped to overcome all these problems as is the case with the rivals in the large scale sector.
(4) Technology:
Small scale entrepreneurs are not fully exposed to the latest technology. Moreover, they lack requisite resources to update or modernise their plant and machinery Due to obsolete methods of production, they are confronted with the problems of less production in inferior quality and that too at higher cost. They are in no position to compete with their better equipped rivals operating modem large scale units.
(5) Marketing:
These small scale units are also exposed to marketing problems. They are not in a position to get first hand information about the market i.e. about the competition, taste, liking, disliking of the consumers and prevalent fashion.
With the result they are not in a position to upgrade their products keeping in mind market requirements. They are producing less of inferior quality and that too at higher costs. Therefore, in competition with better equipped large scale units they are placed in a relatively disadvantageous position.
In order to safeguard the interests of small scale enterprises the Government of India has reserved certain items for exclusive production in the small scale sector. Various government agencies like Trade Fair Authority of India, State Trading Corporation and the National Small Industries Corporation are extending helping hand to small scale sector in selling its products both in the domestic and export markets.
(6) Infrastructure:
Infrastructure aspects adversely affect the functioning of small scale units. There is inadequate availability of transportation, communication, power and other facilities in the backward areas. Entrepreneurs are faced with the problem of getting power connections and even when they are lucky enough to get these they are exposed to unscheduled long power cuts.
Inadequate and inappropriate transportation and communication network will make the working of various units all the more difficult. All these factors are going to adversely affect the quantity, quality and production schedule of the enterprises operating in these areas. Thus their operations will become uneconomical and unviable.
(7) Under Utilisation of Capacity:
Most of the small-scale units are working below full potentials or there is gross underutilization of capacities. Large scale units are working for 24 hours a day i.e. in three shifts of 8 hours each and are thus making best possible use of their machinery and equipments.
On the other hand small scale units are making only 40 to 50 percent use of their installed capacities. Various reasons attributed to this gross under- utilisation of capacities are problems of finance, raw material, power and underdeveloped markets for their products.
(8) Project Planning:
Another important problem faced by small scale entrepreneurs is poor project planning. These entrepreneurs do not attach much significance to viability studies i.e. both technical and economical and plunge into entrepreneurial activity out of mere enthusiasm and excitement.
They do not bother to study the demand aspect, marketing problems, and sources of raw materials and even availability of proper infrastructure before starting their enterprises. Project feasibility analysis covering all these aspects in addition to technical and financial viability of the projects, is not at all given due weight-age.
Inexperienced and incomplete documents which invariably results in delays in completing promotional formalities. Small entrepreneurs often submit unrealistic feasibility reports and incompetent entrepreneurs do not fully understand project details.
Moreover, due to limited financial resources they cannot afford to avail services of project consultants. This result is poor project planning and execution. There is both time interests of these small scale enterprises.
(9) Skilled Manpower:
A small scale unit located in a remote backward area may not have problem with respect to unskilled workers, but skilled workers are not available there. The reason is Firstly, skilled workers may be reluctant to work in these areas and secondly, the enterprise may not afford to pay the wages and other facilities demanded by these workers.
Besides non-availability entrepreneurs are confronted with various other problems like absenteeism, high labour turnover indiscipline, strike etc. These labour related problems result in lower productivity, deterioration of quality, increase in wastages, and rise in other overhead costs and finally adverse impact on the profitability of these small scale units.
(10) Managerial:
Managerial inadequacies pose another serious problem for small scale units. Modern business demands vision, knowledge, skill, aptitude and whole hearted devotion. Competence of the entrepreneur is vital for the success of any venture. An entrepreneur is a pivot around whom the entire enterprise revolves.
Many small scale units have turned sick due to lack of managerial competence on the part of entrepreneurs. An entrepreneur who is required to undergo training and counseling for developing his managerial skills will add to the problems of entrepreneurs.
The small scale entrepreneurs have to encounter numerous problems relating to overdependence on institutional agencies for funds and consultancy services, lack of credit-worthiness, education, training, lower profitability and host of marketing and other problems. The Government of India has initiated various schemes aimed at improving the overall functioning of these units.
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EXHIBIT 9.3
INDIAN SUGAR INDUSTRY AT A GLANCE

SL No.| Particulars Crushing Season

20092010 | 2008-2009
[ Number of Sugar Factories in Operation 490 489
2 Crushing Capacity (million TCD) 23625 23001
3. | Sugarcane Crushed (million tons) 185,548 144983
4. | Sugar Produced (million tons) 18912 14539
5. | Recovery % Canc 10.19 1003
6. | Yicld of sugarcane (tons per hectare) 66.1 646
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The key d[ﬂ%rcnces between the two

Control

X

Absolute control on policy flow.
It was a one-way flow.

In short, Planning

Commission was a dictator.

No control at all. Just limited to
being a think-tank. Will not create
policies.

Directional approach

R

Top to bottom — made policies
at central level and
implemented the same. Policy
makers barely consulted states
and union territories. It worked
as a provider.

Bottom to top — will give strategic
and technical advice at state and
union levels. Those will be
escalated to center and policies will
be designed accordingly.

Fund allocation

Allocated government fund at
state and national level for
different programs that the
commission deemed necessary
for development.

Has no power to allocate
government funds. It will only
provide ideas for economic growth
depending on the needs of
different  states and  union
territories.
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State

Participation

Nil when it came to policy formulation.
Extremely limited when it came to
decision on fund allocation of
development projects

Full time participation. States and
Centre will be brought together to
address issues and device policies as
per needs and then based on
needs, funds will be allocated.

NDC or the National Development
Council was the governing body. NDC’s
members included all CMs from all
states and all lieutenant governors
from all union territories of India.

NDC gets replaced by Governing
Council (GC). NITI Ayog will put
forwards its recommendations to GC,
which in turn has the same

setup of lieutenant governors

and chief ministers.

Permanent

Members

There was no part-time members’
provision. There was one member
secretary, one deputy chairperson and
the rest were full-time members. In
total, there were 8 full-time members.

There are only 2 full-time members
and part-time members were will be
invited depending on the needs. The
two full-time members will be CEO
and Vice-Chairman.

Model used

Socialism

Federalism





